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Example 3. The facts are the same as in Ex-
ample 2, except that B received an additional 
payment of $400,000 on September 30, 2006. 
Under B’s method of accounting, the pay-
ment received by B on September 30, 2006, is 
taken into account in the deemed short year 
beginning on August 16, 2006. Accordingly, 
solely for purposes of section 4965, the 
$400,000 payment is treated as allocable to 
the period beginning after August 15, 2006, 
and is subject to the excise tax imposed by 
section 4965(a). 

Example 4. C, a non-plan entity using the 
cash method of accounting, has an annual 
accounting period that ends on December 31. 
C entered into a prohibited tax shelter trans-
action on May 1, 2005. On March 15, 2007, C 
received a payment of $580,000 attributable 
to the transaction. On June 1, 2007, the 
transaction is identified by the IRS in pub-
lished guidance as a listed transaction. On 
June 15, 2007, C received an additional pay-
ment of $400,000 attributable to the trans-
action. Under C’s method of accounting, the 
payments received on March 15, 2007, and 
June 15, 2007, are taken into account in 2007. 
The IRS will treat the period beginning on 
January 1, 2007, and ending on May 31, 2007, 
and the period beginning on June 1, 2007, and 
ending on December 31, 2007, as short taxable 
years. The payment received by C on March 
15, 2007, is taken into account in the deemed 
short year ending on May 31, 2007. Accord-
ingly, solely for purposes of section 4965, the 
payment is treated as allocable solely to the 
pre-listing period, and is not subject to the 
excise tax imposed by section 4965(a). The 
payment received by C on June 15, 2007, is 
taken into account in the deemed short year 
beginning on June 1, 2007. Accordingly, sole-
ly for purposes of section 4965, the payment 
is treated as allocable to the post-listing pe-
riod, and is subject to the excise tax imposed 
by section 4965(a). 

(g) Effective/applicability dates. See 
§ 53.4965–9 for the discussion of the rel-
evant effective and applicability dates. 

[T.D. 9492, 75 FR 38702, July 6, 2010; 75 FR 
46844, Aug. 4, 2010] 

§ 53.4965–9 Effective/applicability 
dates. 

(a) In general. The taxes under sec-
tion 4965(a) and § 53.4965–7 are effective 
for taxable years ending after May 17, 
2006, with respect to transactions en-
tered into before, on or after that date, 
except that no tax under section 4965(a) 
applies with respect to income or pro-
ceeds that are properly allocable to 
any period ending on or before August 
15, 2006. 

(b) Applicability of the regulations. As 
of July 6, 2010, except as provided in 
paragraph (c) of this section, §§ 53.4965– 
1 through 53.4965–8 of this chapter will 
apply to taxable years ending after 
July 6, 2007. A tax-exempt entity may 
rely on the provisions of §§ 53.4965–1 
through 53.4965–8 for taxable years end-
ing on or before July 6, 2007. 

(c) Effective/applicability date with re-
spect to certain knowing transactions—(1) 
Entity-level tax. The 100 percent tax 
under section 4965(b)(1)(B) and § 53.4965– 
7(a)(1)(i)(B) does not apply to prohib-
ited tax shelter transactions entered 
into by a tax-exempt entity on or be-
fore May 17, 2006. 

(2) Manager-level tax. The IRS will 
not assert that an entity manager who 
approved or caused a tax-exempt entity 
to become a party to a prohibited tax 
shelter transaction is liable for the en-
tity manager tax under section 
4965(b)(2) and § 53.4965–7(b)(1) with re-
spect to the transaction if the tax-ex-
empt entity entered into such trans-
action prior to May 17, 2006. 

[T.D. 9492, 75 FR 38702, July 6, 2010] 

Subpart L—Procedure and 
Administration 

SOURCE: T.D. 7368, 40 FR 29843, July 16, 1975, 
unless otherwise noted. Redesignated by T.D. 
8084, 51 FR 16303, May 2, 1986. 

§ 53.6001–1 Notice or regulations re-
quiring records, statements, and 
special returns. 

(a) In general. Any person subject to 
tax under Chapter 42, Subtitle D, of the 
Code shall keep such complete and de-
tailed records as are sufficient to en-
able the district director to determine 
accurately the amount of liability 
under Chapter 42. 

(b) Notice by district director requiring 
returns, statements, or the keeping of 
records. The district director may re-
quire any person, by notice served upon 
him, to make such returns, render such 
statements, or keep such specific 
records as will enable the district di-
rector to determine whether or not 
such person is liable for tax under 
Chapter 42. 

(c) Retention of records. The records 
required by this section shall be kept 
at all times available for inspection by 
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